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Leakage,  properly  speaking,  is  the  loss  th^  is  made 
in  distributing  goods  to  the  customer  dhus  it  a 
storekeeper  got  into  his  store  a firkin  of  lard, 
weighing  112  pounds,  the  retail  price  of  which  is 
6d.  per  pound,  you  would  expect  him  to  return  56s.  for 
it;  but  if  he  returned  only  55s.  6d.  he  would  be  six- 
pence short,  or,  in  other  words,  he  would  have  lost  one 

pound  of  lard  in  selling  out  the  firkin. 
be  leakage.  But  there  is  very  much  to  be  learned 
respecting  this  matter  ; besides,  there  are  general  facts 
which,  more  or  less,  bear  on  all  constituting  elements  of 
leakage  ; and  in  order  to  possess  a full  and  e.xact 
acquaintance  with  the  system  we  must  go  thoroughly 

into  these  facts  and  investigate  them.  n + j • 

The  reason  why  the  leakage  system  is  adopted  is  to 
have  some  check  upon  the  storekeeper  for  the  faithful 
discharge  of  his  duties  in  distributing  the  various  goods 

entrusted  to  his  care.  u 

In  a purely  distributive  store,  where  goods  are  bought 

at  one  price  and  sold  at  another,  there  can  be  no  real 
difficulty  in  working  a leakage  system.  The  person 
whose  duty  it  is  to  charge  the  goods  ought  to  be 
thoroughly  acquainted  with  the  retail  price  of  goods, 
and  he  ought  also  to  be  able  to  discriminate  where 
allowances  have  to  be  made  between  the  storekeeper 
and  the  society,  and  to  see  that  the  said 
iust  and  reasonable.  If  such  a man  is  at  the  head  of 
any  society  where  the  leakage  system  is  m existence,  or 
is  intended  to  be  brought  into  existence,  there  wi 
no  difficulty  of  any  kind  which  inay  not  be  easily  over- 
come. It  is  where  production  is  carried  on  m con 
i unction  with  distribution  that  a leakage  system  becomes 
troublesome  to  work.  Still,  if  production  is  kep  apar 
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as  a distinct  branch  of  a distributive  store  then  I say 
all  difficulties  become  mere  phantoms,  and  the  whole 
t ling  is  simply  a question  of  debit  and  cremt. 

I have  said  that  in  order  to  work  an  efficient  leakage 
system  there  ought  to  be  a thoroughly  jiractical  man  to 
diarge’the  goods.  The  reason  is  that  there  are  some 
roods  which  make  more  leakage  than  others,  notably 
provisions,  such  as  bacon,  hams,  cheese,  butter  (m 
lirkins),  pork,  &c.  ; and  if  these  are  not  charged  very 
( arefully,  you  can  do  the  storekeeper  an  injustice  On 
he  other  hand,  if  too  great  an  allowance  is  made  all 
leakage  might  disappear,  and  “ the  game  would  not  be 

worth  the  candle.”  ^ i ^ 

Now  before  going  into  details  I will  just  say  what,  in 

nv  opinion,  is  true  leakage,  and  what  is  not  Jffis  can 

DC  very  easily  defined,  and  in  this  way.  I hold  that 

my  loss  over  which  the  storekeeper  has  perfect  control, 

from  whatever  cause  arising,  is  purely  and  simply  leak- 

me  • on  the  other  hand,  if  a storekeeper  suffers  a loss 

from  anything,  such  as  goods  going  bad,  or  fruit  turning 

ansound  (and  the  latter  is  very  liable  to  do  so),  or 

fluctuations  of  the  market,  or  anything  of  that  kind 

then  I say  the  loss  so  incurred  is  not  properly  called 

leakage,  and  the  storekeeper  ought  to  be  credited  wdh 

the  full  amount  of  such  loss.  It  is  sometimes  a matter 

of  surprise  to  directors  of  co-operative  societies  to  hear 

that  there  should  lie  so  much  disparity  between  the 

workings  of  one  society  and  another,  which  work  the 

same  system,  as  there  is  between  one  society  paying  a 

dividend  of  from  2s.  to  2S.  6d.  in  the  pound,  and  others 

within  a few  miles  paying  3s.  to  4s.  Committees,  ^as 

well  as  members  of  societies,  ask  can  such  things  be. 

Yet  I believe  it  is  a fact,  that  some  societies  assert  they 

can  work  a leakage  system  with  a mere  nominal^  loss  m 

some  cases  a mere  fraction  of  a penny,  aye  and  it 

often  puzzles  committees  to  find,  even  m the  workings 

of  large  societies  that  have  several  branches  that  a 

-reat  disparity  exists  between  the  leakage  made  at  one 

shop  and^that  made  at  another,  especially  when  all  these 

branches  are  charged  the  same  price  tor  their  goods. 
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This  is  the  experience  of  most  societies  which  work 
the  system,  both  in  England  and  Scotland.  You  will 
naturally  ask  : How  does  this  happen  ? It  should  not 
be  so.  But  whether  any  disparity  should,  or  should 
not  exist,  is  a matter  I will  touch  upon  later  on. 
There  still  remains  the  fact  that,  to  a very  great 
extent,  this  is  so;  and  the  branch  manager,  who 
comes  out  with  a small  leakage,  is  often  eulogised  to 
the  echo  as  being  a very  painstaking  rnan ; while 
another  man  may,  while  exercising  the  strictest 

economy  in  the  working  of  his  branch,  not 
get  his  leakage  down  to  that  of  his  rival  by  i^d.  in  the 
pound.  Again,  it  will  sometimes  happen  that,  while 
the  leakage  in  a particular  shop  may  be  3d.  m the  pound, 
and  in  another  only  2d.,  the  branch  that  has  the  leakage 
of  3d.  will  show  a larger  gross  profit  than  the  one  whose 

leakage  is  id.  in  the  pound  less. 

Now,  it  occurs  in  this  way.  Some  branches  owing 
to  their  different  districts,  sell  a different  class  of  goods 
from  others.  For  instance,  take  a branch  that  is  situated 
in  a district  much  frequented  by  farmers  and  others 
who  go  in  largely  for  feeding  cattle  ; such  a shop  wi 
naturally  do  a much  larger  proportion  of  trade  m feeding 
stuffs  than  a shop  situate  in  some  bye  street.  What  is 
the  result  ? Feeding  stuffs  are  generally  sold  by  the 
bag,  so  that  a manager  in  charge  of  a shop  of  this  kind 
has  a great  advantage  in  respect  of  leakage 
brother  manager,  inasmuch  as  in  sales  of  this  km  e 
gets  as  much  for  the  goods  he  sells  as  he  is  charge  or 
them,  thus  making  no  leakage  at  all  ; and  if  he  mso  se  s 
in  smaller  quantities  some  portion  of  feeding  stuns,  e 
is  generally  instructed  to  sell  them  at  a slightly  hig 
rate,  thus  making  a clear  gain  on  that  portion  o is 
trade  ; and,  as  the  leakage  is  taken  on  the  gro^  amoun 
of  his  sales,  it  requires  no  wizard  to  jioint  out  the  advan- 
tage such  a storekeeper  has  over  his  rivals.  ” ha  e 
gains  in  this  way  goes  to  reduce  the  amount  of  his  lea  - 
age  on  the  whole  business.  A department  of  this  km 
will  generally  show  a smaller  percentage  of  gross  pro 
than  a branch  that  does  a good  grocery  and  provision 
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trade,  as  in  most  districts  feeding  stuffs  carry  a very 
small  margin  of  profit. 

Let  us  take  another  instance.  Take  a store  that  sells 
a large  quantity  of  provisions  in  pro])ortion  to  its  turn- 
over, and  a store  that  does  a smaller  trade  in  these 
commodities,  and  you  will  find  the  former  will  have  a 
larger  percentage  of  leakage  than  the  latter,  simply 
because  it  sells  a larger  proportion  of  those  articles 
which  carry  with  them,  in  retailing,  a greater  risk  of 
making  leakage.  I have  gone  somewhat  fully  into  a 
few  of  the  causes  of  the  disparitv  in  the  leakage  made 
at  one  shop  as  compared  with  that  made  at  another 
under  the  same  management,  to  show  the  effect  of  its 
working,  under  varying  conditions,  in  order  that  some- 
thing approaching  a true  insight  may  be  obtained. 

Now  let  us  go  into  the  kernel  of  the  question,  and 
see  what  goods  contribute  to  a leakage  account,  and 
what  goods  do  not ; also  what  is  a proper  basis  on  which 
to  charge  goods.  And  in  order  not  to  confuse  the  mind, 
we  will  take  the  principal  goods  bearing  leakage  in  the 
grocery  and  provision  shop. 

The  first  article  that  presents  itself  to  the  mind  is 
sugar.  Is  there  any  leakage  in  retailing  this  article  ? 
A great  deal  depends  on  the  district  from  which  the 
sugars  are  drawn.  Scotch  sugars,  as  a rule,  contain 
more  moisture  than  Liverpool  sugars,  and  therefore  are 
more  liable  to  dry  in.  We  have  known  in  our  own 
experience  sugars  in  bags  weighing  the  weight  gross  that 
they  should  have  been  net.  So,  you  see,  it  behoves 
store  managers  in  the  first  place  to  see  that  they  get  full 
weights,  because  if  there  is  a leakage  to  commence  with 
it  will  be  very  much  increased  before  the  goods  are  sold. 
However,  in  this  particular  article  I question  very  much 
whether  there  is  much  leakage,  if  any  at  all,  providing 
the  correct  net  weight  is  charged.  Most  societies  weigh 
the  paper  along  with  the  sugar  when  wrapping  it  up, 
but  all  societies  do  not  charge  the  storekeeper  with  the 
paper  so  used.*  It  will  take  about  four  pounds  of  paper 

* It  is  required  by  law  to  give  full  weight  of  the  article  purchasetl 
without  including  the  paper  in  which  it  is  wrapped. 
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to  wrap  up  one  hundred- weight  of  sugar,  so  the  gain  is 
at  once  apparent  if  the  paper  is  not  charged,  I have 
heard  someone  say  they  sold  more  sugar  than  they 
bought ; this,  of  course,  is  how  it  is  done.  There  is  also 
a gain  in  teas  and  coffees  if  weighed  with  the  paper. 
Tea  and  coffee  paper  costs  from  40s.  to  56s.  per  cwt.  ; 
and  as  teas  are  sold  at  prices  varying  from  2S.  to  3s.  6d. 
per  pound,  the  storekeeper  here  gets  a great  advantage, 
as  it  takes  about  2^1bs,  of  paper  to  every  loolbs.  of  tea. 
This  question  of  paper  applies  to  all  classes  of  goods  ; so 
I hold  if  the  paper  supplied  is  weighed  along  with  the 
goods,  it  ought  to  be  charged  to  the  storekeeper  at  a fair, 
reasonable  rate.  This  rate  would  be  determined  by 
having  a knowledge  of  what  it  was  going  to  be  used  for. 
Whilst  speaking  of  papers,  I might  just  say  that  paper 
which  is  used  for  parcelling  goods,  also  all  twines,  I would 
not  charge,  because  the  storekeeper  gets  no  return  for 
them.  We  will  next  take  washing  soda.  Most  societies  in 
this  district,  1 believe,  draw  this  article  from  the  Tyne,  but 
whether  they  do  so  or  not  it  is  generally  sold  gross  weight, 
cask  and  all  together  ; so  it  certainly  would  be  an  in- 
justice to  charge  a storekeeper  for  a cask  of  soda  weighing 
4 cwt.,  if  there  was  only  a little  more  than  3I  cwt.  of 
soda  in  it.  Soap  is  now  chiefly  sold  in  tablets  and  bars, 
so  that  there  is  no  loss  in  cutting  it  up  ; and  as  for  soft 
soap  there  is  generally  64lbs.  put  into  a firkin,  which  if 
charged  6olbs.,  invoice  weight,  the  difference  will  amply 
allow  for  any  of  the  moisture  that  may  have  been 
absorbed  by  the  wood,  and  the  atmosphere ; but 
judging  from  the  sales  in  our  own  society,  neither  soft 
soap,  treacle,  or  syrup  (which  are  all  more  or  less  liable 
to  lose  weight  in  this  way)  contribute  very  largely  to 
leakage  ; for  the  very  good  reason  that  in  proportion  to 
other  goods,  the  consumption  is  very  small.  Yet  all 
societies  are  not  alike,  and  due  allowance  ought  to  be 
made  for  shrinkage  in  this  way.  Tobacco  is  an  article 
which  it  is  almost  impossible  to  weigh  up  into  ounces, 
without  making  some  loss  ; as  in  the  first  place,  it  is 
weighed  with  very  great  exactitude,  and  when  the  sticks 
and  straws  which  hold  it  together  in  the  roll  are  taken 
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out,  you  will  generally  find  the  scale  turn  on  the  wrong 
side.  Dried  fruits,  in  my  opinion,  have  no  special 
feature  about  them. 

Next,  let  us  take  bacon.  Some  stores  which  claim  to 
work  the  leakage  on  a low  basis  allow  their  storekeepers 
or  managers  what,  in  my  opinion,  is  a very  handsome 
allowance.  For  instance,  if  they  sell  bacon  at  6d.  and 
7d.  per  lb.,  they  charge  the  bacon  to  the  storekeeper  at 
5^d.  As  I think  provisions  are  where  the  most  leakage 
is  made,  you  will  perhaps  pardon  me  if  I ask  you  to 
follow  very  carefully  in  this  particular,  and  we  will  try 
and  show  how  to  get  at  a correct  wa^^  of  charging  these 
goods. 

Take  a side  of  bacon,  33lbs.  in  weight,  which,  we 
presume,  is  fairly  dry.  You  cutsthis  behind  the  third 
rib  ; you  then  cut  the  shoulder  end  in  two,  the  contrary 
way.  By  these  means  you  will  get  about  i81bs.  of  what 
is  termed  the  best  cuts,  for  which  the  shopman  gets, 
say,  los.  6d,  He  will  then  have,  say,  for  the  sake  of 
argument,  qlbs.  which  he  sells  for  4s.  6d.,  and  for  the 
remaining  81bs.  he  will  get  2S.  8d.,  making  a total  of 
17s.  8d.  for  the  side,  for  which  he  will  be  charged  i6s. 

Hams  are  charged  in  the  same  way  ; being  sold  at 
jd.  and  8d.  per  lb.,  are  charged  6|d.  An  average  ham, 
i61bs.  weight,  will  realise  about  9s,  2d.,  and  at  6|d.  per 
lb.  will  be  charged  8s.  8d. 

Cheese  is  another  article  which  requires  a great  deal 
of  care  on  the  part  of  the  shopman.  It  requires  to  be 
cleaned  before  being  presented  for  sale,  and,  of  course, 
a loss  occurs  from  so  doing.  Some  stores  allow  ^d.  per 
lb.  for  selling  cheese.  For  instance,  if  cheese  is  being 
sold  at  8d.  per  lb.  in  small  quantities,  and  7|d.  per  lb.  in 
pieces,  say,  of  5lbs.  weight,  the  whole  lot  is  charged 
Now,  I saty,  such  a haphazard  way  of  charging  goods  is 
neither  fair  to  the  storekeeper  or  just  to  the  society. 

Then,  as  regards  flour.  Some  stores — although  I 
should  think  they  are  few  in  this  district — buy  foreign 
flour,  or  flour  manufactured  in  Liver]  )Ool,  and  to  such  I 
would  like  to  say  that  these  flours  are,  as  a rule,  sold 
gross  weights  ; and  the  storekeeper  ought  to  have  an 
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allowance  equivalent  to  the  weight  of  the  sack.  Apart 
from  this,  I think  per  cent  is  quite  sufficient  to  cover 
any  loss  that  there  may  be  in  distributing  this  class  of 

goods. 

There  is  a class  of  goods  which  has  not  yet  been 
mentioned — viz.,  those  which  are  put  up  in  either  jars, 
bottles,  or  packages,  and  which  make  no  loss  in  leakage 
whatever.  As  most  of  you  will  be  conversant  with 
them,  I shall  not  here  enumerate  them  ; I need  only 
say  that  these  goods  not  contributing  anything  to  the 
leakage  help  to  keep  down  the  percentage  of  leakage  on 
the  general  business.  I believe  in  debiting  the  store- 
keeper with  his  goods  at  a fair  value,  and  charging  what 
is  just  and  reasonable.  When  bacon  is  sold  at  two 
prices,  I hold  3d.  per  stone  above  the  lower  price,  and 
in  hams  3d.  below,  is  a fair  rate.  For  cheese  I would 
allow  ilb.  to  the  cwt.  These,  in  my  opinion,  are  fair 
allowances.  I would  also  charge  all  empties  to  the 
storekeeper  at  a reasonable  rate,  and,  as  previously 
stated,  all  paper  (parcel  paper  excepted).  I would  also 
make  reasonable  allowances  when  goods  get  out  of  con- 
dition, or  are  deficient  in  weight.  Of  course,  it  is 
impossible  to  say  in  this  paper  what  the  allowances  in 
every  case  should  be.  That  would  depend  on  circum- 
stances. I would  also  credit  or  debit,  as  the  case  might 
be,  the  difference  of  any  goods  in  stock  which  had 
fluctuated  in  price,  and  where  feeding  stuffs  were  being 
sold  ; in  order  that  all  departments  should  work  on  the 
same  footing,  I would  charge  them  at  retail  prices,  and 
give  credit  for  the  difference  in  what  was  being  sold 
wholesale  or  per  bag.  All  these  things  being  done  and 
adhered  to,  I would  expect  to  find  a manager  able  to 
work  his  store  on  a leakage  not  exceeding  3d.  in  the 
pound  ; but  if  goods  are  charged  by  rule-of-thumb,  and 
allowances  made  such  as  I have  endeavoured  to  describe, 
then  I say  it  is  quite  possible  you  will  find  men  able  to 
work  it  for  a smaller  sum.  Debit  a storekeeper  with 
20S.  for  20S.  worth,  and  you  will  find  this  is  the  best 
basis  to  work  from  ; but  having  done  so,  do  not  expect 
him  to  lose  only  an  infinitesimal  amount  per  cent  in 
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distributing  the  goods,  but  allow  for  a fair,  honest 
leakage,  which,  as  I said  before,  ought  not  to  exceed 
per  cent. 

I had  almost  forgotten  to  mention  another  very 
important  element  which  the  storekeeper  or  branch 
manager,  whether  working  under  a leakage  system  or 
not,  ought  to  keep  a sharp  lookout  for.  I refer  to  his 
subordinates  weighing  out  the  various  goods.  There 
are  some  men  who  are  very  careful,  and  only  give  i6 
ounces  to  the  pound  and  14  pounds  to  the  stone  ; there 
are  others  who  go  through  their  work  in  a rough-and- 
ready  sort  of  way,  utterly  regardless  of  leakage  or  any- 
thing else.  I have  in  my  experience  met  men  of  this 
type  who  hardly  ever  weighed  goods  with  that  exactness 
which  ought  to  characterise  a good  shopman.  There 
are  also  some  men  who  do  not  scruple,  in  order  to  get 
into  the  good  graces  of  some  of  the  customers,  to  give 
a bit  extra  weight,  or,  it  may  be.  take  a little  less  for  a 
ham  shank  than  they  ought  to  do.  In  mentioning  this 
I do  not  for  one  moment  wish  to  impute  that  all  mem- 
bers of  co-operative  societies  are  to  be  placed  in  that 
category,  and  ever  on  the  alert  for  shopmen  of  this 
kind — far  from  it.  But  you  must  admit  that,  in  order 
to  act  in  accordance  with  that  grand  old  motto,  “ To 
do  the  greatest  good  to  the  greatest  number,”  co-op- 
erative societies  must  of  necessity  embrace  all  classes 
and  conditions  of  the  people.  Thus  it  is  you  will  find 
some  members  who  are  ever  ready  to  flatter  weak- 
minded  shopmen  in  order  to  attain  a little  advantage 
from  them.  Now,  I say  it  behoves  committees  to  pay 
every  attention  to  what  storekeepers  and  branch 
managers  have  to  say  when  any  comjflaint  is  made  in 
this  respect,  as  it  becomes  a very  serious  matter  with 
them  when  they  have  to  stand  sponsor  for  any  weakness 
or  inefficiency  any  subordinate  may  exhibit. 

We  have  done  our  best  in  suggesting  various  ways 
and  means  to  keep  things  in  a healthy  state,  and  I trust 
we  have  been  clearly  understood.  But  it  is  very  easy 
to  sail  with  the  tide.  Anyone  can  float  with  the  stream  ; 
the  difficulty  is  to  steer  clear  of  the  rocks  and  shoals  ; 
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and  we  know  there  are  plenty  of  them.  It  has  been 
my  endeavour  to  point  them  out  distinctly,  with  all 
their  bearings  ; and  I doubt  not  that  some  have  been 
mentioned,  which  it  requires  carefulness  to  avoid.  But 
keep  a watchful  eye  on  all  debits  and  credits,  this  is  the 
kernel  of  the  question.  The  shopman,  I think,  can  be 
fairly  trusted  to  see  you  do  not  overcharge  him. 

And  what  is  the  sum  of  all  we  have  advanced  ? Is  it 
to  try  and  prove  that  this  old  friend  of  ours,  the  leakage 
system,  is  full  of  difficulty,  and  that  the  pleasure  we 
have  in  working  it,  and  finding  all  is  well,  is  lost  in 
trouble  and  vexation  ? Not  a bit  of  it.  Disappoint- 
ment lurks  at  the  bottom  of  our  best  pleasures,  and 
vanity  and  vexation  of  spirit  have  ever  been  found  to 
wait  on  the  working  of  many  legitimate  systems. 

I have  not  said  anything  relating  to  leakage  in  con- 
nection with  drapery  and  other  departments. 

It  would  be  absurd  on  my  part  to  endeavour  to  go 
into  details  as  to  what  is  a proper  leakage  for  these 
departments,  having  had  no  practical  experience  behind 
the  drapery  counter.  When  invoices  for  goods  come  to 
hand  they  are  handed  to  the  managers  in  charge  of  the 
different  departments  to  examine  and  see  if  correct. 
They  then  mark  the  price  at  which  the  goods  have 
to  be  sold,  on  the  margin  at  the  left-hand  side 
of  the  invoice  ; these  are  then  sent  into  the  office, 
and  are  re-invoiced  at  both  cost  and  selling  prices  to  the 
shopman,  whose  duty  it  is  to  examine  and  see  that  all 
is  correct.  The  storekeeper  is  not  allowed  to  sell  any 
goods  below  the  price  at  which  they  are  marked,  or  at 
which  they  were  taken  in  stock  at  the  previous  stock- 
taking, without  first  drawing  the  attention  of  the  general 
manager  or  a sub-committee  appointed  for  the  purpose 
giving  his  reasons  for  the  said  reductions.  These  are 
entered  in  a column  set  apart  for  the  purpose  in  the 
leakage  book,  together  with  the  reasons,  &c.,  for  the 
said  reduction  or  depreciation.  When  all  these  things 
are  properly  entered,  I am  told  it  will  take  no  more  to 
work  a leakage  system  in  outfitting  departments  than 
it  does  in  the  grocery  and  provision  shops.  But  I am 
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not  in  a position  to  say  whether  this  is  so  or  not,  although 
it  does  seem  feasible  if  you  credit  the  various  branch 

managers  for  all  reductions  made.  j -.n 

There  are  some  very  great  difficulti(^s  to  contend  with 
in  most  outfitting  departments— viz.,  the  prodiuTive 
branches,  such  as  tailoring,  dressmaking,  millinery,  boot 
and  shoe  making,  &c.  ; but  if  a separate  account  ot 
each  be  kept,  the  difficulties  will  be  m a great  measure 
overcome  ; and,  in  order  to  illustrate  how  this  can  be 
done,  we  append,  at  the  end  of  this  paper,  copy  of  book 
which  is  used  for  re-invoicing  the  goods  to  the  several 
branches  ; also  of  “ Leakage  Book,”  to  which  the  totals 
are  transferred.  We  also  append  copy  of  Detailed 
Account  Book,”  which  can  be  adajited  for  any  pro- 
ductive  department.  We  need  scarcely  point  out  that 
where  productive  departments  are  being  worked  in 
conjunction  with  distribution,  it  is  absolutely  necessary 
that  there  should  be  some  person  appointed  to  debit  the 
goods  into  the  several  workrooms,  in  order  that  a correct 
account  of  the  same  may  be  kept  and  transferred  into 
the  detailed  account  book.  1 would  just  state,  in 
conclusion,  that  to  work  a leakage  system  efficiently 
in  connection  with  drapery.  &c.,  you  must  pay  every 
attention  to  these  details,  and  have  them  carried  out  in 
their  entirety.  If  you  do  not  do  this,  then  my  advice 
is,  never  commence  the  system,  as,  like  most  other 
things,  if  it  is  not  done  w-ell  it  is  not  worth  doing  at  all. 
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